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THE VALUE THEORY AND FRICE POLICY OF EAST GERMANY

Einheit .
53;TI3: Dec 1955 Fred Oelssner

The resolution of the 25th Plenary Session of the Central Committee of the
SED (Socialist Unity Party) contains the following statement: "The main weak-
ness of the banking and financial organs lies in the imsufficient knowledge of
the laws of economics and their application to our actual economic and political
conditions and tasks.”

The criticism thus reised applies likewise to all other economic organs of
the state; none of them in addition to their specific shortecmings, know how to
make use of the objective lews of economics and to turn them into effective
levers of economic activity. This refers especially to the application of the
law of value; orly a very few of our economic officiels are familiar with its
many-faceted depth, This is why the lav of value 1s being constantly violated
in economic policy, thus causing losses to the state and hampering economic de-
velopment. These shortcomings show up most consplcuously in price policy which,
of course, is most intimately connected with the application of the law of value.

The following few pages are devoied to the value theory in connectien with
GDR price policy; the prices of consumer goods will be treated primarily, because
the movement of consumer goods reflects commodity interrelationship in its purest
form and because the law of value, 1f violated by price policy, makes itself felt
with elementary force in this fieid.

The German Democratic Republiz has vo contend, to & high degree, with true
commodity relationship (Werenbeziehungen) in the consumer goods market, since a
lsrge part of these goods are produced by the private sector of the economy.

This makes it all the more important to have a full command of the law of value
in order to eliminate, as far es possible, its spontaneous effects and to forge
it into an instrument in the service of the state. The first condition, however,
for a consclous utilizetion of an objective law is the exact knowledge of its na-
ture and effects.

A. Use-value and Value

Karl Marx, starts his main work with an analysis of the work "commodity"
and discusses its two fmctors, its use-value and value. A clear understanding
of the difference, as well as the relationship of these two factors, is basic
to the knowledge of the law of value. Quite a number of GDR economists, espe-
cially among the banking and finance officials, are not at all clear with re-
gard to the basic understanding of the law of velue, hence, they fail to take
1t into consideration in their practical work, an attitude which must lead to
its violation. v

Every commodity has & double character which consists of use-value and
value. The use-value is the indispensable basis for the value, it 1s the foun-
dation of the value. Values can be produced only in the form of use-values.
Since the use-velue is basic to %he value, it follows that the preservation of
the use-value is basic to the preservation of value. The production of many
commodities is possible only at certain periods (such as wvegetable products of
agriculture); these goods require a considerable addition of labor input to
preserve their use-value. This additional labor incresses their value without
increasing the wealth of society. Karl Marx has this to say about it: "The
increase in value caused by the use of additional labor ia their production is
distributed pro rate over the varicus commodities since costs vary according to
the type of commodity. Yet; the costs of establishing and keeping stocks have
to be deducted from the wealth of society in spite of the fact that they are a
basic condition for the very existence of such vealth.”

s
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The size of such value-insreasing costs 1s illustrated, for example, by
the fact that it costs 27.60°DM to pressrve & ton of grain till the next har-
vest. In the case of grain ané similar products, the preservation of the use-
value 1s a8 matter of absolute necessity, it is required by nature and 1s there-
fore socially necessary, But other preducts oo, even though their manufacture
may be independent of the seascn of the year; rarely ever have a constant use-
value in the absolute sense. The use-value of all commodities 15 exposed to
many-fold influences; most of which cause reductions im valus. Such value re-
ductions are brought about by:

1. Spoilege. Most feodstuffs are subject to spoilege within a shorter
or longer period of time. Manufactured articles are equally exposed to deteri-
oration: fabrics loose their cclecr, rubber goods becomes brittle, etec.

2. Fashion influences, which primarily effect clothing, furniture, house-
hold goods, automobiles; and -thers

3. Model detericration occurs espaeially with ragard to mechines, redio
and television sets; cameracs, ctc . when they are supsrssded by new and improved
models.

It should be self-evident thzt a reduction in the use-valus of a commodity
influences its value, In =mnat czs= the valus embodied 1n the product at the time
of 1ts manufacture (the secially necessa:y labor incerperased in it) can be re-
alized only partly or not at all. For example; if meat 1s spoiled through ex-
tended or unsuitable storage, the wvalue..t represents is lost. Whan textiles or
shoes go out of fashion, the value 1incorporated in them cannot be fully realized.
Nobody will buy an old-fashioned coat af he can obtain a med<rn coat of egual
quality for the same amount of money  If at least part of the value incorporated
in such goods is to be realized, rtheir prices have to be reduced below their
original value to a level a’ which the merchandlse is still salsable. The
quicker this is done the bevter. Tradespsople have & good rrovert which says:
"The first loss is the smallest.” These words are based on the unconscious
recognition of the law of value with regard to the relationship between use-
value and value. Once the redu~iion in the use-value has started, 1t prog-
resses quickly and soon the point is reached when the commodivy hes lost 1ts
use-value altogether and has becoms worthlese,

This should be commonplace kngwledge, yet many financial officials refuse
to recognize this truism.

Of course, these officieis know the difference between use-value and value,
as well as the relationship beiwesan these two concepts. Thay forget what they
know, however, when practical guzsticns are tc be decided. This 1s due to the
fact that the commodities, coiming from production, are being accounted for on
the books at their full price. Evgpenditures for materials and wages needed for
their manufacture, as well as the use of working capital, have been debited on
the books. At the time these prices were posted, they ectually corresponded to
the real value of the commodississ. If they had been sold in tims, their book
value would have been fully realized If; however, a reduction in their use-
value tock place, their velue was <gually reduced, the bock-vaiue thus changed
partly {or wholly) from a real to a fictitleus value. Financial officials,
hovever, do not want to adm:it this fect; they cling to the fictitious book values,
they oppose any price reduction which would, presumably, entail a loss to the
stat2 budget and insist on full realization. Of course, there has been a loss
to the economy. But the loss was caused by a reduction in the use-value of the
commod ity due to the slowness of sales realization. Under such circumstances,
if realization of the commodity is Ffurther delayed because of insistence on the
old price, the only result tc te expected is a total loss instead of a partial
one.
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Financial officials who insist on their book values act, of course, in : vi‘.étiA

the belief that they represent the interasts of tha state. Yet, is 1t not i
i obvious that this belief rests on a lack of understanding of the relationships =r
between use-value and value, that is to say, a lack of understanding for the 4
theory of value? If they had understood Marx correctly they would know that ':
book values are real values orly to the extent to which they represent actual ‘% . ul
use-values which embody the same real veluss. Ly
pewasy

.

Quite another story 15 the propensity for feigning reductions in use- f‘

value, found 1n many trading snterprises, which hope tc be battar able to ful- [ ]
f111 their turnover plan by iovering heir Prices. |

The connection between use-values apd Ws- of special importance when y
fixing the prices of Perishabies. In the ac¥iing, when fresn vegetables reach [
the sales counter they have their full use-velue and can be 50ld at the fixed
price. Whatever is left at nocn has already lost part of its use-value be-
cause it 1s not quite as fresh . Orly a suitable reduction in the sales price
can insure its sale. Without %h:s price reduction the vegetables are left over
and become totally worthless By evining, at which time they have to be completely
devalued. This not only causes a 1os3 o the state or to the ccoperative which
sells the vegetables, it also desiroys valuable foodstuffs which, under a more
sensible price policy, could have edded to the supply of the populstion.

Hence, it is Decessary to invest the managsrs of whe trading agencies with
the authority to reduce; within <ertuin 1imits; the prices of perishables 1f this
step would promote their saiz. Phis geal is to be achieved through the "Decree

) Concerning the Handling of Commed:ties With Reduced Value in State and Coopera-
tive Trade," dated 5 August 1955, This decree however renders price fixing for
such commodities so complicated © effective results remain doubtful. The
Ministry for Trade and Supply  icgswher wiih the representatives of the sales
agencles, should find vays and mcans Tor introducing such price corrections
with a minimum of red tape.

B. Market Value and Value

On 9 December 1952, in an aancunc=ment titled "Positich of the Politbureau
Toward the Price Policy,” 1t was regussted that “all price formatvion should be
based on scientific grounds. "

Though this request raisea = nusber of guestions, economic scientists have
paid very little attention tco ths theoretical foundaticns of GDR price policy
over the last 3 years.

The main problem consists 1n Gscrriaining how to make the best use of the
basic economic law of socialism, the law of planned (propo:tional) development,
and the law of value. The lav of vulue 18 an econemic instrument for the realj-
zation of the law of planned Lprepervional} development in order to achieve the
basic economic law of socialism. But how shall we handle this instrument? 1In
production, the lav of valus ssrves ¢ eslculate the social input of incorporated !
and additional new 1ive labor. This lsabtor input must te the starting point for :
the fixation of prices. - Bui whiczh input? The ones in each individual enter-
prise? This would never lead G uniferm fixed prices, Perhaps the input in the
most progressive enterprise? All cthers would then produce at a loss. Or per-
haps the input of the most backwar? enterprise? This would unduly increase
prices, The average, then? Even ihis would make life very easy for enterprises
producing under favorable condiiions and would deprive them of any incentive to
improve their production; whiie the enterprises working under unfavorable con-
ditions could never become roritable.,
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During the last exhibivion of shoes 1in Leipzig, I had the fclloving experi- m
ence: {

i 5
The people-owned shoe Zantfastiring enterprise from Gorlisz exhibited a ﬁ;‘ |
very handsome high-quality shee The shee was immediately boughs by the trade
and the whole enticipated production vas sold out in 2 days. However, the b
enterprise wag unable to start Produciien because, under the €x1sting rules
of price calculation, it would have incurred a ioss of 150,000 DM. This was y P
due to the fact that the rules wers developed or the basis of conditions pre= i . g -
vailing in the "Banner of Peace” Shoe Plant in Weissenfels which has more '

modern machines and produces larger guaniites. The affalr was finally straight-

ened out with the help of cervaiz -engral OYgans in Leipzig: (¢ ralses,; however,

a principal question of price Pl how is the law of value to be applied in | T
establishing uniform fixed pri-- Lonsumer geeds?

According to Marx, the value of 2 commodity 18 governad by the average
amount of labor, that ig by thz 771311y necessery amount of isber needed to
produce it. He felt that "The 86olally necessary amount of lebor 15 the amount
of labor Tequired to produce ap = ticls of use under Prevailing normal soctal
conditions of production and ¥ith the average degree of sk11l and ictensity,”

This definition refers to the Siige of simple economic development. Under
capltalism g commodity is ngy sel ¥ more 8t 135 value but ai tts rroduction
price vhich is composed of the :ass T

< plus the average profit. The produc-
tion price is established through -ompetition which equalizes the individual

rates of profit to an averags profit rate. Thys squalization, hovever, is pre-
L3 ceded by a competitive fight within wach sphere of production which egualizes
: the various values of the ind: RNLerprises o a market valye. Marx des-
ignates this market value alsc as 3C.lal value,

m

Marx defined market valus a:z

Liows. "On the onme hand, market value is
the average value of the commo L

f. our sphere of production; on the other
hand, it is the individual val 3 commodity which has been preduced under
the average conditions of a pr ion sphere and which (s Tepresentalive of
the bulk of the products within rhar sphers !

This market value takes she plice of the value in the various branches of
production. It regulates Supply and and and const{tutes the center around
vhich market prices fluctuate  Marw >8¥s.  "Thus, while supply and demand reg-
ulate the market price or, mozs the deviations of the market price
from the market value, so does rvhe v value regulate the relaticnship of
supply and demand or the centsr iy which the fluctuations of supply and
demand cause market prices Yo osc il .

The market value or social vaiue 1s shus an important factor in Marx's
value theory, o theory which sc far nas bsen underescimated both 1in theory and
practice, On what ‘is this facter hased and why 15 1% needed? The need for a
market value results from ths scr1al development of production; frcm the social . :
division of labor, from the varying leveis o1 development in the enterprises and ! L
from the relative importance cf these 2uterprises for satisfying certain social
needs, The mechanism through whicn market values are formed is the coapetition
between the various enterprises in a glvsn sphere of production and the buyers
of & certain commodity.

In a socialist economy, there is pa competition between the vazlous enter-
prises, neither ig there comperarion beiween the various branches of production.
But does this mean that the markst vaiue, the social value of g commodity, has
lost all {ts meaning, that one may disregard Marx's thecry of the market value?
It 15 being very much disregarded s+ r=sent; the most practical economists have
hardly a faint idea of the definition of market valuye

el .
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This disregard canmot be Ju
of value remains velld; market valu
magnitude and must be taken ini: .

4 =n any way. For as lowng as the law i
soc1al value, remains 8n objective v
dzration 1n price poiicy.

is overcome, since technical progr=ss d0es not stan? still in any one plant.
In a people-owned economy; howevel, there 1S no Competiticn ‘¥onxurrenzksmpf)
to equalize differences and o tramsform individual values into market values.
Hence, it is in planning and pri:: p:: thet the GDR nas %o take account of
the market value and make a <on e?fert to use i%. I =his 15 not done
an economi¢ law vhich would ent 1meelf spomtarenusly, is viviated.

It will be & long time bifors thz unsgusal development of GDR enterprises
3
th

4 -

It must not be assumed <hes :oasiicus ubtilizanion of wmarket value implies
that prices should be identi: v. This 13 not the casa . because price
fixing 1s an important fum:cti nemic policy, not exclusively based on
economic considerations. War .wg nas to be the basis for ascertaining
costs in & given branch of {ndus £, for example, disregsrding the market
value factor, prices for consux . were set on the tasis of the specific
conditions of production prevai +ny most edvanced enterprise, enterprises
working under average conditio: 3 have to sell thelr gocds below market
value, while enterprises produciiig 27 the poorest conditions would consistently
have to sustein losses. Yet, s° rm- rne market value of all the gonds supplied
by a branch of production ig equal tc their total value, this wculd mean that
they are sold below their val The gmate would have te rencunce a substantial
vart of its centralized ne: ins many snterprises wculd shov no profit.
This would slow up accumulaticn o1 :xpital and would hamper sccialist develop-
ment .

n ke

basis for price formetion, the central-
Whzn the market value in a given

rg to plan, it is nevertheless possible

1 material consumption that the enter-
improvement of their conditlons of pro-

But if market value is use?
ized net income for the state 1
branch of industry is determine
to base it on such standa-cs
prises are forced to strive for a
duction.

et vatue lead to simllar unequal situ-
urse. Enterprises with favorable con-
r earnings without greater effort,

ns would obtein only small earnings,
disparity is unavoidable when uniform
5 of production remain unegual. This
lack of equality must be over means, namely through the surrender
of earnings to the state budgen. scal:i according tc actual conditions in the
various enterprig2s. This methcd l=:2ves the enterprises & planned net income
or "profit" for certain invssimzctc. for the replenishment of worxing capital,
and for contributions to dirscre 5. The net income of enterprises must
be planned in such &8 way as <o

Would not the applicetinn of
ations in the various enterpriss
ditions of production would a:hi
while enterprises with unfavarsc
even with the greatest of effor-
fixed prices prevail while th+

()

T
give vhe

profitability through an increasze in labor productivity and for lcvaring prime

costs. In this way they are abis %3 reduce the markes value; which 1s & pre-

requisite for the lowering of inw wales price,

In this connection one mu:= remsmber that whe disparity between various
enterprises 1s subject to many nges. firs%, through invesiment policy in
a Worker-Peasant State, as dicizced by the basic economic law of sccialism;
second, through the assistance prowviicd by progressive enterprises to backward
plants in raising labor productivisy,

What, then, is the relaticn between the application {utilization) of the
merket value 1in the price policy for consumer goods and the realization of the
basic economic law of socialism? Thare is no contradicticn., The basic economic
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law of socialism demands the insurance of a maximum, a steadily improving, sat-
isfaction of the continuously rising material and cultural requirements of so-
ciety. The systematic reduction of sales prices for consumer goods naturally
plays an important role in this endeavor, provided the reduction is true and re-
flects a reduction of the social value {the market value) through improvements
in production, A lovering of consumer prices below the social value would en-
danger the realization of the second part of the basic economic law, namely,

the uninterrupted growth and +k- stueady perfection of socialist production,
based on the highest technical development, since the sale of goods at a price
below that of their market value wouild reduce the accumulation of capital,

C. Concept of Socially Necessary Lahor

While the substence of valus 15 represented by human laber 1in i<s abstract
form, as part of the totality of gosial labor, the magnitude of value is deter-
mined by the socially necessary lator,

Merx expands the concept cf socially necessary labor and defines the market
value as the jnput of labor Tequired under the average conditions in & sphere of
production. This definitien suffices to cover the production of value. However,
it 15 not enough to produce valu:, it must also be realized; 1.e.; the produced
articles must be sold, This holds true not only for capitalism but for any type
of goods production ineluding good: produced under socialiam. Every commodity
must go through the commodity-mensy cycle in order to realize 1is value. Only
through this cycle will EXpenCiiu. 5 be replaced and net income realized; this
applies equally to soclalist conditions. As long as the goods are not sold,
there is no way of using the zet inzome incorporated in them for the purposes
provided for in the plan.

Realization of value depends on the existence of a definite social require-
ment which can be satisfied by ke commedity in questien. Marx writes:

"For a commodity to have usz-wvalue means only that 1t satisfies some §0-
cial requirement. Ag long &5 we discussad 1ndividual geods we could make the
assumption that there was a demanz for these particular goads, the prices of
which also reflected their quantity, without going any further ianto the ques-
tion of the volume of the damapd O Te satisfied, This volume, however, assumes
importance as soon as ve begin <7 4cal with the output of a whole branch of in-
dustry on the one hand; and wich socinl demand on the other. This is the moment
when it beccomes necessary to taks a look at the volume, that is to sey; the quan-
tity of such social requiremzads.

Ttaic commodity corresponds to the volume of exist-
ing demand, the commodity will be sold at its market value. However, if the
supply of a commodity is smailer oy lexger than the demang (that 15 to say, the
social requirement), the marke: prize deviates from its market value. "

"When the supply of & ce

The relation between tihe volume of supply and the volume of social demand
is of special importance because ary Jisproportion which occurs batween them ex-
erts its influence on the marke: viive. The labor put into the manufacture of
& certain quantity of goods zou 25 socially necessery or value creating la-
bor only to the extent to which 1% corrssponds to the volume of socilal demand
on which it was spent, If it i« Delaw this demand, the producers of this com-
modity will recelve a part of the vaiue produced by other manufaciurers of goods.
If it is above the volume of sozial demand, it does not count ag socially neces-
sary lebor, it does not produce any value, 1t is wasted labor. Marx 5aYy5;

"Though every single articlis or evary specific quantity of a cemmedity
group contains only the socifal labor ceeded for its production; and though as
seen from this angle, the market value of this total commodity group represents

-6 -
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nothing but necessary labor, there nevertheless occurs some waste of a part of
this social labor if this particular commodity has been produced in a quantity’
which exceeds the social requirements at a given moment; in this case, the group
of goods represents a much smaller amount of social labor on the market than it
actually contains."

This means that the goods represent also & much smaller value which can be
realized. Such goods have to be gotten rid of at much lower prices or they may
be completely unsaleable.

o
Do the above laws also operate in the GDR? The so~called excessive stocks
(Uberplanbestaende) which often accumulate in our economy are proof enough. If,
for exemple, large surplus stocks of textiles occur, they indicate a dispropor-
tion between supply and demand. There are only two ways to eliminate this dis-
proportion; either to reduce production and adjust the supply to the existing
demand, or to lower prices.

The conclusion from the sbove discussion was drawn already by Karl Marx
when he wrote:

"Only when production 1s under effective predetermined control of society,
can society establish the relationship between the volume of social labor to be
spent on the production of certain articles and the volume of social requirements
to be satisfled by these artisles."

But in what way are these ccnnections to be established? It is obvious that '
1t cannot be done merely through the application of the lew of value alone. The
task consists in correctly applying the law of value on the basis of the socialist
law of proportional development according to plan. As a starting point, one must
determine, as neariy as possible, the volume of social requirements at a given
price level; thereafter, production has to be planned in accordance with these
requirements.

This 1s, however, by no meens a simple affeir because such requirecents
vary greatly end are themselves influsneed by the level of the market value.
For example, when the market value and the market price of a product:are lowered
through & reduction in primary costs, it 1s {mportant to realize that this will
increase the soclal requirements, that is to say the demand for this particular
commodity; hence, it will be necessary to produce more than before. Unless this
is done to a sufficient degree, this type of commodity will beccme scarce, spec-
ulators will get hold of the commolity and sell 1t on the black market where,
because of the spontaneous effect of the law of value, a corresponding price
ad justment will take place. The main task, therefore, consists in determining )
the demand as exactly as possible and to adjust production to it.

Socialist production must fully satisfy the requirements of the working .
people, in accordance with the basic economic law of socialism. Price policy, #
therefore, must strive for a steady expansion of demand through continuous price !
reductions, and attempt the full satisfaction of this expanded demand, The pos- : -
sibilities inherent in the development of soclalist production are the basis for
achieving this goal. Starting vith these factors, prices must be established in
such a vay that they wi'l insure a maximum satisfaction of requirements together
with a maximum profitability for the preducing enterprises. It would be wrong
to assume that maximum profitability can be obtained through high prizes. On
the contrary, high prices may limit the sale of a comnodity to such an extent
that profitability may drop.
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Hence, the crucial problem is the determination of the right price level
which will guarantee the greatest expansion of social requirements, as well as
the highest profitability to the producer. This can be done only by establish-
ing, in a sclentific way, the relationship betweep social requirements which
are to be satisfied by these erticles. This relationship can be established
only through the application of the law of proportional development according
to plan, which must be used in conjunciion with the law of valus and the law
of supply and demand.

D. Supply and Demand

The velue or market valus of a commodity is determined by the socially
necessary labor needed for its production. The price 15 the monetary expres-
sion of this value.

In an anarchic market, prices are determined by supply and demand, while
the value (market value) 1s the focal point for price movement, When supply
exceeds demand, prices fall. These fluctuations place the working pecple; who
cannot chose the period for making purchases of certain goods, at a great dis-
advantage,

The GDR economy does not hava = free movement of prices, because prices
are established according to Tlan Prom this one wight draw ths conclusion
that supply and demand migh: have =qually lost eny influence here. This inter-
pretation is wrong. The law of supply and demand has not lost it3 effect; it
st1ll exerts its influence all ovar the ronsumer goods market.

Supply and demand have still retsined some influence even in trade with
basic foodstuffs, the prices of which are fixed by the Council of Ministers,
but have been repeatedly lowsred. Stable prices of btasic foodstuffs offer an
imrense advantage to the working paople, protecting them against price increases
for the most important foodstuffs. Potato prices in West Germany; for example,
rose considerably during the last few morths because of the tad crop which was
exploited by unscrupulous speculatoars., Potato prices in the (DR 414 not rise,
although the potato harvast was not gocd etther. Last October and November, an
excessive demand for margarine ed tc & tight supply situation in some Bezirke;
yet nobody thought that the price of margerine could possibly b: increased. Of
course, a rise in the mergarine prices last October could have done away with
the difficulties at one fell swocp, bud the government did not for a moment con-
slder such measures which would be concradictory to the basic principles of GDR
price policy. On the contrary,6 hie government introduced certsin changes to in-
crease the supply and thus to cover tha exiraordinarily increessd demand at the
old prices.

These examples {llustraies the fact that supply and demand are still effec-
tive, even with regard to basic fcedstuffs, and that the law of value extends
1%s regulatory influence to production as well, The low prices for vasic food-
stuffs, especially for items bcught on ration cards, ere one of ths reasons for
the extraordinary volume of requirsments and consumption of foodstuffs, causing
not inconsiderable supply difficulties 1n view of existing producticn and import
facilities. These difficulties can be overcome, especially thrcugh an increase
in agricultural production on the cne haend and through an expansicn of exports
on the other. The scarcity of coffee, for example, can be eliminated only if
more industrial goods are sold on the capitslist worid market and the proceeds
from such sales used for the impor® of edditionel coffee. The great demand for
foodstuffs could also be lowered through & greater supply of nigh-quality indus-
trial goods; a larger share of the purchasing power would be spent on these goods,
if they were available, ratr:r than or butier and meat.




The situation on the 1nduserial &00ds market {s different from that on the iy ¥ TR
foodstuffs market, especially for goeds which are largely subjet to moral ang o i
fashion influences. Thig 15 a field in which the law of supply and demand still R
exerts a very strong influenze, snd wnere, due to the prevailing all too rigid »; E =
price policy in the GDR, excessive snncks constantly accumulata ard must be dig- : 1

posed of at great losses. If such ~985e8 are to be avoided in the future, trad- ‘b

ing agencies must be granted a dzgree of flexibtlity 1p price formation which .

Wwill permit them to make use or ipe law of value and to counter the pressure of ) Y
]

the law of Supply and demand This appliies Primarily te trade agencies for in- 'Y
dustrial consumer goods, S8PETIALLY Yhose which a1e subject to fashion and re.
lated influences.

o a1

Starting from the marketv g
= position to charge higher Prices
Prices for less moderr and o
over-all market value for the
brocedure would also ingure -+
the state., por example:

& commodity, the vradsr must be 1 a | R oA
ashicnable and pew artiilas ang cheaper
g22d3.  This should enadle hin 4o realize the
i volume of goods. At the same time, this
Tralizatien of the <entralized net iaceme to

The stores are offering -
then produces a new, fashicnarl
of 15 DM. ©ha labor input has

b siasin's shoe "AM pon 16 M. The shoe industry
"8" of the sames quality for a market value
ly decreasea Somewhat. Xf shoe “ge should

be offered at 1ts market VBiu:  manaly ag 15 DM without coubt + available stocks

. Of shoe "A" w11} tecome Unsaisatle.  They constitvte surplus stock, Hence one

must proceed dit‘ferem:ly\

{«

Dealers take over shees "ph

L at a cost of 15 million DM whicn
The sales price 1is set by the +ra3

in relation to Prevailing shoe vry

the new shoes at 17 DM, and; at rh

Assuming that 750,000 pairs of

will gross 12,750,000 DM. 4~ 5

are left which will probably

[vza the ipdustry: thatr is, one miliion pairs
3ent 3 amillion pet incozs for the state, !
sm32lves teking inzo azlount use-valye
Sr shoe "A." nhe retsil trade will offer
Se shce "A" can st11] be s0ld at 16 DM,
"B are sold during the Ss¢ason, the trade
«d of the s¢ason; 250,000 pairs of shoe "B
be d17f1cult to Sell nexy year. o

In the meantime, the {ndyswr 3gain brought out angther modern shoe "C"
which 1s perhaps, valued at nocin o than 14 LM, An end~of~seasen sale on shoe
"B" will, therefore, be arrangsd. Ehe retail twade peeq pCh realize more
than an additiona] 2,250,000 iM for we “B," the price cam easily be reduced
from 17 DM per pair to 9 IM, whaon offers an excellent chance for the sale of
all remaining shoes,

The trading agencies will +n.- have realized the full 15 miilion pu on the
complete lot of shoes "B," which mears that the shoes have bzen scld at their
value, the net income of the 3¢ mOUnting to 3 millien DM has beaen fully
realized, and the end-of~seq did aot Put any burden on the budget. The
lav of value has been truly an 3clously applied: the reduction in the use-
value of shoes "B" yag preventsd frop deteriorating inty a tolel loss. The peo~ B
ple will approve o blizy because acbody can understangd vhy ner- Son s

¢ 1Ge@ fashions) should be s0ld cheaper or gt v
5T use-value (out of style].

chandise with a higher use.vajy:
the same price ag goods of low

Yet, does not such a Price polic
socialism and the principles gove
certainly no trye price reduction ~hen merchandige has to be solg below its mar-
ket value at the expense of the state. Such a procedure actually impedes the
Tealization of the basic law: it cuts down on the pet income to the state, that
is, on the funds reserved for capita} accumulation and foy the improvement of
the standard of living, Prue brize reduction can only be achicved through anl
increase in labor productivity and a Iowering of primary costs, This 1g exactly
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the type of price reduction ecbtaired in the above example. Since the market i/ ! T el
value of shoe "A" is 16 DM per pairj for ghoe "B," 1t is 15 DM; and for the shoe 5 m
"C," 1t 1s 14 DM. Since the zarket value 1s always the basis for the estadblish- Y ke
ment of the market price, it follews that the sales prices of the shoes "A," "B,"
and "C" are successively reduced.

The main thoughts behind the above rropesal are as follows: The acculula- i

.
prices for consumer goods whose use-value is subject to rapid deterioration; the ‘.ﬂ
law of value 1s to be consciously applied and the volume of demand to be deter- ’
mined as exactly as possible in order to obtain a realistic basis for the estab-

lishment of production plans for various commodities.

It has often been claimed that the d1fficulties experienced in GDR price
policy for industriasl goods is -aused by the fact that there 1is not enough oppor-
tunity for the law of value 10 sxurcise its spontaneous effects. 4 balanced re-
lationship, so to speak; between plamning ard spontaneity should be established,
This thought 18, of course, absura, Anarchy (spontaneity) end planning cannot
be reconciled. While the spontanscus effect of the law of value cannot be com-
pletely eliminated during the transition period; the main problem lfes 1n the
correct utilization of the objective sconomic laws, which means the maintenance
of complete control over the Price movement while applying the lav of value,

The better this is learned, the nore effectively the spoateneous effects
of the law of value will be reduced. If mistakes ere made and the laws are vio-
: lated, they will nevertheless enforce themselves. Every endeavor should there-
8] fore be made to avdld mistakes; to strive for a better understanding of the es-
: gence of the economic laws ang their effects; to learn to apply them correctly,
80 88 to make these laws a poverful instrument in the Buccessful construction of
the foundations of socialism.
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